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Corporate Social Responsibility (CSR) is one of the buzz words now-a-
days. As such environmental awareness has become pivotal in each and 
every sector of business. In case of banking sector (loan being their 
primary revenue generating product) environmental issues ought to be 
addressed in their lending operations. In case of Bangladesh, CSR has 
even become one of the performance evaluating criteria for banks as far 
as central bank of Bangladesh is concern. With this regard, this paper 
aims to examine incorporation of environmental issues in bank’s lending 
decision. This study is based on questionnaire survey of banks engaged in 
corporate lending in Bangladesh, supplemented by semi-structured 
interview. The purpose of the study is to examine the extent to which 
Bangladeshi banks incorporate environmental consideration into their 
corporate lending decisions. It explores the sources of information used by 
banks when making corporate lending decision which involves 
environmental considerations. This paper also includes some views and 
comments of the banks regarding environmental disclosure. The study 
concludes that banks are not satisfied with the current state of information 
available to them. And they desire for improvement in various ways 
beyond current practice. The study reveals that in Bangladesh banks rely 
more on personal visit rather than company’s annual reports for gathering 
information regarding environmental issues. The little information that is 
available in the annual reports in this regard is not standardized and 
comparable. This makes it difficult for banks to use it in pricing their credit. 
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1. Introduction 
 
Due to globalization, social and environmental issues have become important even for 
developing countries like Bangladesh. An increased attention has been drawn on 
social and environmental issues by the legislators as well .Therefore environmental 
risk assessment of financial products is becoming very important.  
 
There is a common saying that bank-being one of the major players in the financial 
sector, has the right to client’s information regarding environmental issues. With this 
regard, the financial institutions especially banks, could perhaps be used to leverage 
the volume and quality of social reporting to the benefit of all (Thompson & Cowton 
2004). 
 
In Bangladesh, at present CSR in banks mainly includes donation to disaster relief and 
rehabilitation, sponsoring sports and cultural events, free medical care for various 
disadvantaged sections of people, scholarships for students, awareness raising 
campaigns to fight against drug addiction, AIDS, acid attacks, dowry etc. Most financial 
institutions have not yet integrated CSR in their routine operations. However, very 
recently focus has been given to CSR activities by financial institutions. As per a recent 
directive issued by Central bank of Bangladesh (1
st
 June, 2008), the adoption of CSR 
and the performance of corporate entities are treated as an additional indicator of the 
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management efficiency of banks and financial institutions in the country. Bangladesh 
bank has given some guidelines on CSR programs, of which, engaging with borrowers 
in scrutinizing the environmental and social impacts of their proposed undertaking is of 
core importance. 
 
The underlying philosophy behind the drive is that if bankers are obligated to 
incorporate environmental consideration into lending decision, they would force the 
borrowers to disclose environmental information, which might be of value to other user 
groups as well. 
 
From developed country perspective, these drives from central authority have been 
perceived not only as threats, but also as an opportunity to gain financial benefits. 
Taking this into account, different banks have been seen designing different strategies 
to capitalize on this issue. The strategies can be of developing new financial products, 
or of improving their environmental performance and reputation. Banks have designed 
new financial products and loans to finance cleaner technology, cleaner environment, 
which are often referred to as ‘Green lending ‘or ‘Green funds’. Banks in developed 
countries have been seen using this opportunity smartly to ensure sustainable growth 
in the ever changing world. Now, question arises how these drives by central bank is 
being perceived by the Bangladeshi banks –are they really integrating CSR in their 
routine operations or still using it in the form of occasional charity or promotional 
activity?  
 
The banking sector of Bangladesh is growing at a very high pace. Comprising 61% of 
total GDP, this sector is constantly improving their products and services to keep pace 
with the growing credit need of the economy. It has been seen that banks in 
Bangladesh are designing new products and services to encourage the borrower to be 
more aware of the environmental issues. For instance, few of them are engaging in 
green lending. But it is important to consider how far environmental issues are being 
considered as a whole by the entire sector.  
 
From this point of view the aim of this paper is to generate insight into the 
environmental information used by banks when making lending decisions. In particular, 
the main research questions of this paper are; 
 
 Why banks include environmental consideration in their lending decision? 
 What are the environmental issues that are considered as most importance by 
lending institutions? 
 Which information source is the most pivotal for gathering environmental 
information for lending decision making? 
 
In addition to these research questions, the study further assesses 
 
 The usefulness of various divisions of the corporate annual report in providing 
information on environmental issues; 
 And bank’s view point regarding current state of corporate environmental 
disclosure, and the ways it can be improved. 
 
The study has been conducted by questionnaire survey on nine commercial banks in 
Bangladesh. The questionnaire survey was supplemented by open-ended interview 
with key persons of the banks. The study revealed that banks in Bangladesh still 
include environmental consideration in their lending decision just to comply with 
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regulatory requirement. Moreover client visit is the most common information source 
used by the banks in this regards as little environmental disclosures are found in the 
published annual reports of the borrowers. The findings significantly differ from the 
results of Thompson and Cowton (2004) where management of environmental risk 
was the main reason for incorporating environmental consideration and the most 
important source of environmental information was borrowers’ annual report. But the 
state of environmental information disclosure is found to be the same in both the 
research. In both the studies banks desire further improvement in the environmental 
disclosure by the borrowers for making better lending decisions. 
 
Very little work has been done on banks to highlight their social aspects. The works 
that have been done are based mostly on social and environmental disclosure by 
Banks. In Bangladesh this is completely a new research area. The structure of the 
paper is based on previous work done by Thompson and Cowton, 2004.  
 
The main purpose of the paper is to identify how banks satisfy their potential 
information needs relating to environmental issues and how banks can indirectly help 
other entities (the borrowers) in developing the standard format of environmental 
information in the future. Thus the paper offers a completely different angle to the 
contribution of banks in environmental disclosure by other business entities. 
 
The remainder of the paper is structured in the following manner. First, the empirical 
study is discussed to portray the different kinds of environmental risks that can be 
faced by banks. Moreover this section also includes the previous works that have been 
done on related issues. Second, the methodology and data of the research are 
discussed.  Third, the research findings are presented and the interpretations of the 
results are discussed. Finally, the overall conclusion of the study is drawn with its 
implications. 
 
2. Literature Review  
                                                     
The main operation of financial institutions especially banks is to provide financial 
services to their customers. As such, banks are not directly involved in environmental 
degradation. However, it has been increasingly recognized that through their lending 
practices banks are closely linked to commercial activity that degrades the natural 
environment (Sarokin and Schulkin 1991; Smith 1994; Gray and Bebbington 2001). 
Banks act as facilitators of industrial activity which causes environmental damage 
(Thompson & Cowton 2004). 
 
Banks may face risk due to environmental impact is several ways. A number of authors 
have proposed three types of environmental risk faced by financial institutions—direct, 
indirect and reputational (Case 1996; Wanless 1995; Thompson 1998a,1998b). 
 
A direct risk can occur when a bank takes a piece of land as collateral of a loan and 
later the value of the land drops due to contamination by owners’ activities. From the 
study undertaken by Dawson (1996), it was found that in certain developed countries, 
there are cases where banks were even liable to clean up contamination done by an 
insolvent borrower. Case (1996) found that sometimes this compensation amount 
exceeded the loan principal or the value of original security. Therefore the ultimate 
liability borne by the bank can even be twice as much as the original liability of the 
borrower (Coulson and Dixon 1995). 
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The second type of risk is indirect risk, which can arise from a borrower’s default in 
loan repayment. Therefore the maximum a bank can lose here is limited to the loan 
amount. For example, revenue of a company can drop due to noncompliance with new 
environmental legislation. A company may not even have the affordability to meet the 
costs of complying with the changing environmental regulations which can even cause 
the company to go out of business (Thompson & Cowton 2004). 
 
Finally the reputational risk is the most noticeable risk that can threaten a bank. This is 
the risk of public criticism and adverse customer reaction arising from a bank being 
indirectly involved in environmental degradation (Smith 1994; Wanless 1995; Buxton 
1997; Thompson & Cowton 2004). 
 
These risks not only pose threats to banks but also act as opportunities. It provides 
banks with an incentive to include environmental consideration as part of the credit 
appraisal process (Coulson and Dixon 1995; UNEP 1992; UNEP 1995; Vaughan 1994; 
Wanless 1995; Thompson & Cowton 2004). 
 
Nandy & Lodh (2010) in their study used empirical evidences on US firms to find a co-
relation between borrower’s environmental consideration and bank’s lending decision. 
The study revealed that firm’s environmental consciousness is incorporated in Bank’s 
lending decision. The study further concluded that firm’s which are more eco-friendly 
are capable of getting favourable loan contracts from the banks. Therefore to get 
favourable loan contract if firms’ become more eco-friendly it will benefit the entire 
society. 
 
Ye & Zhang (2011) in their study examined whether relationship exists between firms’ 
social performance and bank’s debt financing cost in China. The study revealed that 
improvement in corporate social responsibility reduces debt financing cost when firms’ 
CSR investment is lower than an optimal level; however, this relationship is reversed 
after the CSR investment exceeds the optimal level. 
 
Yeung (2011) in her study examined the role of banks in Hong Kong in corporate 
social responsibility. The study identified four main factors that are crucial for banks in 
practicing CSR, which are: internal management – implementing meaningful strategy 
and process and people management; external management – accountability and 
credibility and consideration of stakeholders.  
 
Evangelinos et al (2009) studied the content of annual environmental (social or 
sustainability) reports published by Greek banks. The study was aimed to examine 
implementation of CSR in the banking sector. The study analyzed how far 
environmental and social concerns are incorporated into financial institutions' decision-
making. The study result indicated that information disclosed by Greek banks in 
relation to environmental and social issues were incomplete and disconnected in 
nature.  The study concluded that these banks implemented environmental strategies 
according to their necessities and on a voluntary basis. 
 
Branco and Rodrigues (2006) examined 15 Portuguese banks to evaluate social 
responsibility information disclosure. Four categories of social responsibility 
information were analyzed, referring to employee related issues, environmental issues, 
products and consumers issues, and community involvement issues. The study 
revealed that Portuguese banks give more importance to annual reports as disclosure 
media than to the internet. The study concluded that banks which are more concern 
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about improving their corporate image give more emphasis to social responsibility 
information disclosure. 
 
Thompson and Cowton (2004) conducted an empirical research to explore the 
relationship between bank’s lending and the demand for environmental information. 
The study investigated the level of  environmental consideration undertaken by British 
banks into their corporate lending decisions; the information (regarding  environmental 
consideration) sources used by banks when making corporate lending decisions; and 
the views of  lending bankers’ on this issue. The research revealed that some banks 
are interested in considering environmental information of borrowers; moreover some 
banks aspired for improved information to be disclosed by borrowers. However, the 
research found no evidence that “bankers are particularly interested in measuring 
things like externalities and periodic net social contribution or the creation of an 
accounting asset for essential natural resources on which the enterprise is 
economically dependent” (Thompson & Cowton 2004). 
 
The study done by Thompson & Cowton (2004) was based on UK, where 
environmental consideration is fairly common, but such study has not been undertaken 
on a developing country context. Therefore the findings of this study can be a vital one 
in understanding the status of environmental consideration of banks in developing 
countries in making lending decisions.  Very few studies on CSR have been 
undertaken in the context of Bangladesh.  Among the ones that were done, the focus 
was mainly on non-financial sector. Among the studies that were done on financial 
sector, the attention was mainly on bank’s CSR disclosure. 
 
3. Methodology and Data  
 
3.1 Methodology 
 
The study involved a questionnaire survey. The questionnaire is based on the research 
of Thompson and Cowton (2004), which in turn had been based on the work of Harte 
et al. (1991) and Rockness and Williams (1988). For the study the questionnaire was 
modified according to Bangladesh context and was pilot-tested with two prominent 
academics and two senior bank executives. Several questions were revised as per the 
feedback received. 
 
The questions themselves were close-ended, but it was supplemented by an open-
ended interview with each key person of the banks concerned. The interview was done 
for better understanding of the questionnaire results. The focus of the interview was 
basically on procedures follower by banks in incorporating environmental consideration 
into lending decision. The discussion was also pinpointed on the state of 
environmental information available to these institutes and how it can be improved to 
facilitate bank’s lending decision.  
 
Likert five point scales were used in the questionnaire to get a broader range of 
opinions. All the three average techniques, mean, median and mode were used in the 
analysis which indicated the average of responses received. Moreover standard 
deviation was used to indicate relative homogeneity of the responses. 
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3.2 Data 
 
The sample consisted of 9 banks, two of them were multinational banks and the rest 7 
were local commercial banks. Currently there are 30 private commercial banks and 9 
multinational banks operating in Bangladesh. With respect to that the sample seemed 
reasonable (approximately 23% of all private commercial banks and approximately 
22% of all multinational banks operating in Bangladesh). The sample size was 
constrained by the indifferent attitude shown by many banks intended to be surveyed. 
The banks that were considered in the sample are the pioneers in CSR initiatives in 
Bangladesh. 
 
The survey questionnaire was distributed to all 9 banks in the sample through hand 
delivery. Each bank was given three questionnaires, one for the credit department, 
other two for the corporate banking department. Within the corporate banking 
department one was filled by the local corporate unit and the other was filled by the 
multinational corporate unit. For the final finding the average of all three responses 
was taken for that specific bank. Each respondent was given a week time. Among the 
9 banks in the sample, 7 responded on time, for the other two banks the 
questionnaires were collected later by personal visit. The questionnaires were 
collected by personal visit to make sure that all were properly filled in. The respondents 
were chosen based on their affiliation with the lending activity. Relationship managers 
of corporate lending division were chosen with at least two years of banking 
experience. During the survey the data collection was handled very delicately as 
opposed to the previous studies where the postal service was used. Moreover to 
ensure authenticity of the data, questionnaire was both delivered and collected 
personally from the respective personnel. 
 
4. Findings 
 
4.1 Incorporating the Environment into Lending Decisions 
 
The study revealed that (Table 1) compliance with legislation, persuasion of 
sustainable development and enhancement of bank’s image are the main three 
reasons for banks in Bangladesh to incorporate environmental criteria into their lending 
decision. On the other hand, environmental consideration is found to be least 
important for banks to identify the underlying risk of the borrower’s business and to 
price credit accordingly. The study explores the fact that environmental consideration 
is still perceived as a compliance issue by banks in Bangladesh. These banks are still 
not concerned about the risks associates with it. The little environmental information 
that is used by these banks is just to enhance their image to the public at large. This 
differs from the results derived from the earlier study done by Thompson & Cowton 
(2004), where avoidance of environmental liability and management of environmental 
risk were given the most importance. 
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Table 1: Reasons for incorporating environmental criteria into lending decisions 
  
Reasons for incorporating environmental criteria into 
lending decisions Mean Median Mode SD 
1 Avoid or mitigate environmental liabilities  4.3 5 5 0.87 
2 Manage environmental risk  4.1 5 5 1.17 
3 Comply with legislation  4.2 5 5 1.30 
4 Comply with regulatory requirements  4.6 5 5 1.01 
5 Price credit to reflect underlying risk  3.2 4 4 1.56 
6 Protect customer deposits  4.1 5 5 1.17 
7 Forms part of the bank’s broad ethical stance  4.4 5 5 0.88 
8 Bank believes in pursuit of sustainable development  4.6 5 5 0.73 
9 Shareholders and/or customers expect it  4.3 5 5 0.87 
10 Enhance bank’s image  4.6 5 5 0.73 
11 Gain market advantage  3.3 4 4 1.50 
  Scale runs from 1 (least important) to 5 (most important) 
 
The clarifications of these findings were gathered from the interviews taken. Of them 
two respondents commented in the follows manner: 
 
We incorporate environmental issues in our lending decision mainly to comply with 
Bangladesh Bank guideline, which has been announced as one of the criterion for 
evaluating the performance of the banks. Our primary focus in relation to 
environmental issues is not the impact of such issues on the creditworthiness of a 
borrower.  
 
We uphold environmental consideration for the bank’s long-term image. The 
monitoring of compliance with environmental issue is still very weak in Bangladesh. 
Therefore we do not relate environmental consideration as a measure for borrower’s 
creditworthiness. 
 
4.2 Reasons for Avoiding Lending To Companies 
 
The study showed that the most important reason for the banks in Bangladesh to avoid 
lending was a poor environmental record. Most of the respondents did not pinpoint on 
any particular industry as the cause of avoiding lending. 
 
Table 2: Reasons for avoiding lending to companies 
  Reasons for avoiding lending to companies Mean Median Mode SD 
1 A poor environmental record  4.0 5 5 1.50 
2 Involvement in nuclear industry  3.8 4 5 1.39 
3 Manufacture or sale of ozone depleting chemicals  3.4 3 3 1.42 
4 Manufacture or sale of pesticides  3.6 3 3 0.88 
        Scale runs from 1 (least important) to 5 (most important) 
 
To get an in depth idea about why banks avoid lending to companies, a second 
question was structured to know the exact features banks take into account (table 3).   
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Table 3: Importance attached to attributes when making lending decisions 
 
Importance attached to attributes when making lending 
decisions Mean Median Mode SD 
1 
Meets all known and likely future environmental control 
standards  4.2 4 4 0.97 
2 Exhibits a high standard of environmental awareness  4.0 4 4 1.00 
3 Conducts an environmental audit  3.1 3 3 1.27 
4 Has a formal environmental control unit  2.9 3 3 1.05 
5 Uses cleaner technology  3.9 4 4 0.78 
6 
Complies with Bangladesh Bank environmental 
requirement  4.7 5 5 0.71 
7 
Seeks to minimize energy consumption and the use of 
materials harmful to the environment  4.3 5 5 0.87 
8 
Adopts Best Available Technology Not Entailing Excessive 
Costs  3.9 3 3 1.05 
9 
The company’s main business involves the manufacture of 
environmentally friendly products  4.0 4 4 1.00 
10 
The company’s main business involves environmental 
protection  3.7 4 3 0.71 
11 
Promotes the recycling of its products, by-products and 
waste  3.8 4 5 1.39 
  The company’s main business involves: 4.3 4.5 5 0.96 
12 The recycling of waste  4.0 4 4 0.87 
13 Alternative energy sources  4.1 4 4 0.60 
14 Waste disposal by incineration  3.8 4 3 0.83 
15 
The company’s main business is environmental 
consultancy  2.9 3 3 1.05 
Scale runs from 1 (least important) to 5 (most important) 
 
The feature found to be the most important was compliance with Bangladesh Bank 
environmental requirement. This indicates that Bangladeshi banks take consideration 
of environmental issues as a rule that needs to be complied with. The features 
detected to be the least important were, borrowers having a formal environmental 
control unit and the company’s main business is environmental consultancy.  
 
The findings are at par with the general situation in Bangladesh where there can hardly 
be any company which has a separate environmental control unit or a company whose 
main business is environmental consultancy. Therefore it is very unlikely for the banks 
to place high importance on these criterions. 
  
During the interview one major bank commented:  
 
We do not have any prejudice against any specific sector or customer as long as they 
comply with all applicable environmental regulations. But there are exceptions, for 
example, ship breaking industry. 
 
The same response was received from most of the banks in sample. And it shows that 
banks in Bangladesh are open to give credit to any sector as long as the business is 
legal and is carried out in a legitimate way. 
 
4.3 Information Sources Used 
 
The focus of this section was to identify the frequency of use of different sources of 
information (regarding environment) when making lending decision. A list of sources 
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was provided with five categories of frequency ranging from ‘never use’ to ‘always use’. 
The results are presented in Table 4. 
 
Table 4: Frequency of use of sources of information where environmental factors 
are significant 
  
Frequency of use of sources of information where 
environmental factors are significant 
Mean Median Mode SD 
1 Published annual company reports and accounts  4.1 4 5 0.93 
2 Information obtained on company visits  4.7 5 5 0.50 
3 
Information from personal interviews with company 
representatives  4.1 5 5 1.17 
4 
Bank’s internal records from previous experience of 
loans to the company  4.2 4 5 0.83 
5 Three and six monthly company financial reports  3.9 4 4 0.78 
6 Press reports  3.1 3 3 0.78 
7 Industry data and reports  3.7 3 3 0.87 
8 Independent asset valuations  4.0 4 5 1.00 
9 
Credit assessments through in-house credit rating 
software 3.9 4 5 1.17 
10 Company filings with the Stock Exchange  3.6 4 4 1.24 
11 On-line data sources  4.2 5 5 0.97 
12 Business and trade directories and journals  4.0 4 5 1.12 
13 Environmental interest and pressure groups  3.4 3 3 0.88 
Scale runs from 1 (least used) to 5 (most frequently used) 
 
The study revealed that information obtained on company visits was the most 
frequently used source of information. Many of the other sources listed were also used 
on a frequent basis. The findings differ from the results reported by both Harte et al. 
(1991) Thompson & Crowton (2004), where the most frequently used source of 
information was the annual company report and accounts. This is due to the fact that 
the environmental disclosure is not frequently done in the annual reports of 
Bangladeshi companies. Therefore these banks generally obtain this information by 
making client visits. 
 
The study further revealed that the lowest importance was attributed to press reports 
followed by environmental interest and pressure groups and company filings with the 
Stock Exchange as a source of environmental information. This finding reinforces the 
fact that in Bangladesh environmental disclosure is not that common in this kind of 
reporting and there is no strict rules imposed by the Stock Exchange of Bangladesh 
regarding environmental disclosure of listed companies. 
 
4.4 Areas of the Corporate Annual Report Used 
 
This section focused on the usefulness of specific parts of the annual report in 
providing information concerning a company’s environmental performance. Even 
though the study finding of the previous section revealed that annual report is not one 
of the most frequently used sources of information, but this source has been 
considered as one of the most standardized information sources across the globe. In 
this section an attempt was made to analyze why this source has not been frequently 
used in case of Bangladesh. The study in this section highlights the shortfall of annual 
reports in Bangladesh. The findings (table 5) of this section will draw the attention of 
the policy makers for setting the required standard of information in the future.  
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The study findings revealed that the most useful part of the annual report is the 
statistical information. Whereas the text based parts - the directors’ reports, chairman’s 
reports are considered as the least used part. 
 
The study findings differ from the previous ones. The studies carried out by both Harte 
et al. (1991) and Thomson and Cowton (2004) revealed that, in general, the more text-
based ones—the directors’ report, chairman’s report and notes to the accounts are 
considered as the most useful parts and of least useful were the four primary financial 
statements. 
 
The findings in this part indicates that in Bangladesh the text based part of the annual 
report mostly consists of general statements regarding corporate social responsibility 
(CSR) which mostly concentrates on sponsoring of different events or providing 
donations to NGOs etc. And rarely any environmental issues with regard to the core 
business operations of the company are addressed in this part. 
 
Table 5: Usefulness of parts of annual report and accounts 
  
Usefulness of parts of annual report and 
accounts Mean Median Mode SD 
1 Directors’ report  3.2 3 4 1.20 
2 Chairman’s statement  3.3 4 4 1.22 
3 Notes to the accounts  3.9 4 4 0.93 
4 Geographic and product segmental information  3.9 4 4 0.60 
5 Operating and financial review  4.2 4 5 0.97 
6 Statistical information  4.6 5 5 0.73 
7 Statement of accounting policies  4.2 5 5 1.09 
8 Auditors’ report  4.2 4 5 0.97 
9 Balance sheet  4.2 5 5 1.09 
10 Profit and loss account  4.3 5 5 1.12 
11 Cash flow statement  4.4 5 5 1.01 
          Scale runs from 1 (least used) to 5 (most frequently used) 
 
As mentioned by one of the respondents: 
 
This is very unfortunate that the environmental disclosure in the annual reports is not 
yet mandatory in our country. It becomes very difficult for the banks to gather and 
validate such information.  
 
Bangladeshi companies focus more on sponsoring different events as CSR activities, 
as such; very little information about how these companies are addressing the 
environmental issues is disclosed in the annual reports as part of CSR. 
 
Thus while Table 4 reveals that the published annual report and accounts are 
moderately used source of environmental information, Table 5 re-enforces that most 
parts of the annual report and accounts are of limited use in providing environmental 
information in Bangladesh.  
 
4.5 Views on Environmental Disclosure 
 
In the final section of the study the respondents were asked about their opinion on 
environmental disclosures within the annual report. Their opinions were sought 
regarding the quantity and quality of environmental information disclosed. In this 
section some general statements regarding the current state of environmental 
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disclosure and a number of recommendations were stated and the respondents were 
asked to indicate the extent to which they agreed or disagreed with these statements 
(Table 6).  
 
Table 6: Opinions on environmental disclosure 
  Opinions on environmental disclosure Mean Median Mode SD 
1 
The quantity of environmental information 
disclosure by companies has improved over the 
years 4.3 4 4 0.71 
2 
The quality of environmental information 
disclosure by companies has improved over the 
years 4.3 4 4 0.71 
3 
The information provided in the present type of 
company annual report is sufficient for appraising 
the merits of company performance for the 
purposes of environmental lending decision 
making  3.1 3.5 4 1.36 
4 
A greater emphasis on environmental 
performance disclosure in company annual 
reports would facilitate better lending decisions 4.4 4 4 0.52 
5 
Accounting regulators and policy makers should 
not give a higher priority than they do at present 
to issues of environmental information disclosure 2.6 3 4 1.27 
          Scale runs from 1 (totally disagree) to 5 (totally agree) 
 
The study findings revealed that there is strong agreement among the respondents 
that a greater emphasis on environmental performance disclosure in company annual 
reports would facilitate better lending decisions by banks. The respondents also 
agreed to some extent that both the quality and quantity of environmental information 
disclosure by companies have improved over the years. Thus the conclusion that can 
be iterated from Table 6 is that, although the overall content of environmental 
disclosure has improved a little over the years but it is still inadequate for banks to take 
better lending decisions and there is still enough room for improvement.  Therefore 
accounting regulators and policy makers should give a higher priority than they do at 
present to provide environmental information disclosure. 
 
As mentioned by one of the respondents: 
 
As seen in recent years the level of disclosure of environmental information has 
increased but such disclosure remains mostly at the discretion of the company and 
varies on case to case basis.  
 
The ultimate findings supports the previous works which revealed a strong agreement 
among the respondents that provision of environmental information in the company 
annual reports and accounts is inadequate and that additional disclosure would be 
welcomed. Some bankers even expressed that environmental disclosure should be 
made mandatory and should be stated in a more standardized form so that they are 
comparable. 
 
5. Conclusion and Implications 
 
There is no doubt that banks are a key user group of borrowers’ information and they 
should be provided with appropriate and reliable information. During the study it was 
found that banks are not satisfied with the current state of information available to 
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them. And they desire for improvement in various ways beyond current practice. The 
findings support the conclusion drawn by Thompson and Cowton (2004) that “there are 
no signs in the current research that bankers are particularly interested in measuring 
things like externalities and periodic net social contribution (Ramanathan 1976) or the 
creation of an accounting asset for essential natural resources on which the enterprise 
is economically dependent (Rubenstein 1992)”. 
 
There have been a number of dimensions used in the study to get a complete 
perspective of bank’s incorporating environmental issues in lending decision. Firstly, 
the study revealed that the majority of banks in Bangladesh incorporate environmental 
criteria into the lending decision process to comply with legislation and to enhance 
their image. The study findings reinforce the fact that in Bangladesh the environmental 
issues are still seen as a mere rule that needs to be complied with to be in the good 
book of central bank of Bangladesh. There is no evidence that banks in Bangladesh 
uses environmental information to price credit that reflects underlying risk. Since 
monitoring of environmental compliance is still very poor in Bangladesh, most of the 
banks do not consider environmental compliance by the companies (borrowers) as a 
very big risk factor that should be included in pricing credit.  
 
Secondly, compliance with Bangladesh Bank’s environmental requirement is 
considered most important by Bangladeshi banks when making lending decisions. This 
also supports that environmental issues are taken very lightly by the creditors and 
mere compliance of the rules are considered enough with this regard.  
 
Thirdly, banks collect most of company’s environmental information from company 
visits. Corporate environmental and social reporting is not mandatory in Bangladesh. 
As such, in Bangladesh environmental disclosure is neither present in formal company 
reports in most cases nor they are in such standardized format that they can be 
compared or quantified for pricing credit. 
 
Fourthly, in Bangladesh the bankers get most of the environmental issue related 
information from the statistical information part of the annual report. This reinforces the 
fact that there is still no standardized format for disclosing environmental issues in the 
annual report and is done by the companies at their own discretion. 
 
Finally, the last section of the study revealed that an improved environmental 
disclosure would help the banks to take better account of environment into their 
lending decisions. Even though the study found that the environmental disclosure has 
improved over the years but there is still room for further improvement. Therefore, the 
attention of accounting regulators and policy makers should be drawn to look into the 
issue. 
 
The study has been designed to see the CSR practice of Bangladeshi banks from a 
different angle. The aim of this paper has been to shed a light on the environmental 
information used or desired by banks when making lending decisions and to what 
extent the environmental consideration is incorporated by these banks when selecting 
borrowers. It has introduced a new area which has received comparatively little 
attention in the past. 
 
The study has its limitations such as the sample size was quite small compared to the 
population (around 22%), moreover from the perspective of Bangladesh, the topic was 
quite uncommon for the respondents, but it was still effective in generating several 
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useful insights as discussed above. The research was first carried out in the mid-1990s 
in UK, based on this work many such works have been carried out afterwards by Harte 
et al. (1991), Thompson and Cowton (2004). These studies were done in UK. In 
Bangladesh such study has not yet been done. Therefore it will definitely add a new 
dimension to the CSR studies that has been done in recent days.  Future researchers 
might investigate whether any significant developments have occurred in Bangladesh 
more recently, or go beyond the environmental focus of this paper or they might 
choose to study other countries as well.  
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